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The Honorable Mr. Kevh J. Martin 
Chairman 
Federal Communications Commission 
445 12* Street SW 
Washington, DC 20554 

Dear Chairman Martin, 

Last May, the FedernI-State Joht  Board on Universal Servicc recommended an interim 
cap on the “High Cost” portion of the Universal Service Fund (USE;.) The cap would apply to 
the part of the fund going to Competitive Eligible Telecommunications Carriers, which are 
mostly wikcless carriers. You will soon make a decision on whether to agree with the Joint 
Board’s recommendation. On behalfofthe more than 1.2 million membea and supporters of 
Citbms Against G o v e m m t  Waste (CAGW), 1 urg~’ you to agree with the board and to place a 
temporary cap at 2006 levels whilc USF reform is discussed. 

As you h o w ,  the USF was created with the goal ofhelping rural tclcphone customers 
obtain affordable service. A tax on ~an~uniea’ phonc lhes pays for this find. ‘The “High Cost” 
portion of thc fund is supposed to ensurc that consumers in all regions o f  the nation have access 
to and pay rntes for telecommunications services that are reasonahIy comparabk to those paid in 
urban areas. The federal USF has gmwn h r n  $1 -8 billion in 1996 to $7.2 billion today, and 
continucs 10 incrcasc. This rate of growth and cost cannot mntinuc, 

Two studies released in June, 2007 by Criterion Economics, LLC in Washington, D.C., 
show that subsidized cell phone companies provide less covcrage than unsubsidized companies 
servhng in the same area and that there is no evidence for the claim by some wireless companies 
that ‘they use the subsidies to provide coverage to areas that othcnvise would not get service. 

In mth, CAGW would prefer that the USF be eliminated tomoff’0w. Today’s technology 
md thc rigomus competition that is occui~itlg in the teIecom industry, padiculnrIy wireless, will 
address any access or pricing problems with little governmcnt regulation or interference. The 
current system docs little to encourage an expansion of coverage to areas that arc current@ 
without wireless service. While reforms are considered, a cap would give the FCC and other 
policy mak& some time on how to restructure (of eliminate) the fund in order to provide more 
w&lcss coverage to rural areas. 
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A ttuism in Washhg~n ,  D.C, i s  that good inrestions do not necessarily produce good 
policy. There are mmy government pmgrams that were intcnded to alleviate some pressing 
social need but wmt awry and did h e  exact opposite. Without n reevaluation of its purpose, the 
USF is in danger o f  going down this well-worn path. Again, we urge you to follow the Federal- 
State Joint Bkrd  on Universal Service's recommendation and place an inlcrim cap oh the "High 
Cost" portion ofthe IJSF;. 


